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SUBJECT: GOS ORGANIZATIONAL CHANGES SHIFT FOREIGN EXCHANGE AND 
FOREIGN INVESTMENT CONTROL FUNCTIONS. 

1. ONE OF THE SURPRISING PRODUCTS OF THE JULY 12 COUNCIL 
OF MINISTERS MEETING WAS A DECREE-LAW WHICH DID AWAY 
WITH THE SPANISH FOREIGN EXCHANGE INSTITUTE (INSTITUTO 
ESPANOL DE MONEDA EXTRANJERA - IEME) AND THE OFFICE 

OF ECONOMIC COORDINATION AND PROGRAMMING (OFICINA DE 
COORDIN ACION Y PROGRAMACION ECONOMICA - OCIPE). IEME 
WAS THE FOREIGN EXCHANGE CONTROL ENTITY OF THE GOVERN- 
MENT AND OCIPE WAS THE OFFICE WITHIN THE PRESIDENCY 
WHICH CONTROLLED FOREIGN INVESTMENTS. 

2. THE FUNCTIONS FORMERLY PERFORMED BY IEME WERE DIVIDED 
UP BETWEEN THE MINISTRY OF COMMERCE AND THE BANK OF SPAIN. 

THE OFFICIAL ANNOUNCEMENT INDICATED THAT THIS DEVELOPMENT 
IS IN LINE WITH THE POLICY LAID OUT IN THE LAW 

GOVERNING CREDIT AND BANKING. THIS LAW PROVIDES THAT 
THE MOVEMENT OF FOREIGN PAYMENTS AND THE CENTRALIZATION 
OF RESERVES AND FOREIGN EXCHANGE AND RELATED OPERATIVE 
FUNCTIONS BE TRANSFERRED TO THE BANK OF SPAIN AT AN 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 MADRID 04017 171724Z 

OPPORTUNE TIME. THE ANNOUNCEMENT WENT ON TO SAY THAT 
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THE "ADMINISTRATIVE" FUNCTIONS OF IEME WOULD BE TRANS- 
FERRED TO THE MINISTRY OF COMMERCE. THIS LATTER IS 
UNDERSTOOD TO INCLUDE AMONG OTHER THINGS THE HANDLING 
OF ROYALTY PAYMENTS, FOREIGN EXCHANGE APPROVALS FOR 
SPANISH TRAVELERS ABROAD AND THE BALANCE OF PAYMENTS 
ACCOUNTING FUNCTION. THE MORE IMPORTANT "OPERATIVE" 
FUNCTIONS WILL BE EXERCISED BY THE BANK OF SPAIN. 

3. PRELIMINARY INFORMATION INDICATES THAT ANTIONIO 
SANCHEZ PEDRENO, WHO IS PRESENTLY SUB-DIRECTOR GENERAL OF 
BANK OF SPAIN, WILL ASSUME THE NEW POSITION OF DIRECTOR 
GENERAL OF EXTERNAL ACTIVITIES FOR THE BANK OF SPAIN. 

IN THIS CAPACITY HE WILL HEAD THE BANK'S OPERATIONS 
IN THE FOREIGN EXCHANGE CONTROL FIELD FORMERLY PERTAINING 
TO IEME. IF SANCHEZ PEDRENO’S APPOINTMENT IS CONFIRMED 
BY THE COUNCIL OF MINISTERS IT WILL MEAN THAT AN 
EXCEPTIONALLY WELL QUALIFIED ECONOMIST 

AND GOOD FRIEND OF THE EMBASSY WILL OCCUPY THIS KEY POSITION. 

4. A COMPLEMENTARY REORGANIZATIONAL STEP WAS THE DROPPING 
OF THE OCIPE, THE OFFICE WITH WHICH MANY AMERICAN 
INVESTORS HAVE HAD TO DEAL IN THE PAST IN OBTAINING 
APPROVAL FOR THEIR NEW INVESTMENTS AND CAPITALIZATION 
INCREASES. THIS OFFICE WHICH FORMERLY WAS A SUB-DIRECTORATE 
IN THE PRESIDENCY HAS HAD ITS FUNCTIONS TRANSFERRED TO THE 
MINISTRY OF COMMERCE. A NEW DIRECTORATE GENERAL FOR 
INTERNATIONAL TRANSACTIONS WILL BE FORMED IN THE 
MINISTRY OF COMMERCE WHICH WILL ABSORB NOT ONLY THE 
FOREIGN INVESTMENT FUNCTION OF OCIPE BUT WILL ALSO CONTROL 
SPANISH INVESTMENT ABROAD AND WILL TAKE ON THE ADMINIS- 
TRATIVE FUNCTIONS OF IEME REFERRED TO ABOVE. IT IS NOT 
EXPECTED THAT THERE WILL BE AN ALTERATION IN THE 
BASICALLY LIBERAL POLICY OF AUTHORIZING FOREIGN INVESTMENT 
IN SPAIN. AS IN THE PAST THE FINAL DECISION WILL HAVE 

TO BE MADE AT THE COUNCIL OF MINISTERS LEVEL AND, IN THE 
CASE OF INDUSTRIAL INVESTMENT, THE MINISTER OF INDUSTRY 
OPINION WILL CONTINUE TO CARRY THE PREDOMINANT WEIGHT. 

5. TWO WELL INFORMED SOURCES WITHIN THE GOVERNMENT HAVE 
INDICATED THAT THE PURPOSE FOR THE 
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MOVE OF THE FOREIGN INVESTMENT FUNCTION TO COMMERCE WAS 
TO OFFSET THE LOSS OF INFLUENCE TO THE MINISTRY OF COMMERCE 
REPRESENTED BY THE BANK OF SPAIN ACQUIRING SUBSTANTIAL 
PORTIONS OF IEME’S RESPONSIBILITIES. FORMERLY, THE 
PRESIDENT OF THE ADMINISTRATIVE COUNCIL OF IEME WAS THE 
MINISTER OF COMMERCE. AS A RESULT, THE MINISTRY OF 
COMMERCE PLAYED AN IMPORTANT ROLE IN THE FIXING OF 
EXCHANGE RATES, WHICH OFTEN TIMES REFLECTED TRADE INTERESTS. 
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THE NEW ARRANGEMENT, WHEREIN THE BANK OF SPAIN DIRECTLY 
(AND THE MINISTRY OF FINANCE INDIRECTLY SINCE THE BANK 
OF SPAIN FALLS WITHIN ITS JURISDICTION), WILL PLAY THE 
PRINCIPAL ROLE IN THE FIXING OF EXCHANGE RATES, MAY 
RESULT IN LESS EMPHASIS BEING GIVEN TO TRADE-ADVANTAGE 
CONSIDERATIONS. THE VIRTUALLY IMMOBILE DOLLAR-PESETA 
EXCHANGE RATE OF THE PAST FIVE MONTHS COULD THEREFORE BE 
MORE SUSCEPTIBLE TO A MODIFICATION THAT WOULD REVALUE 
THE PESETA SINCE THE RESERES CONTINUE TO GROW AT AN 
UNACCEPTABLY HIGH RATE (A FACTOR KNOWN TO ESPECIALLY 
TROUBLE THE FINANCE MINISTER), AND THE OTHER EUROPEAN 
CURRENCIES HAVE APPRECIATED EXCESSIVELY IN RELATION TO 
THE PESETA. IT HAS ALSO BEEN OBSERVED THAT THIS ORGANIZATIONAL 
MOVE WILL GIVE THE NEW FINANCE MINISTER BARRERA DE IRIMO MUCH 
MORE POWER IN THE GOS STRUCTURE AND MAKE HIM MORE OF A 
MINISTER OF ECONOMY THAN HIS TITLE OF FINANCE MINISTER 
WOULD OTHERWISE INDICATE. 

RIVERO 
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